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year in which he acquired the stock, 
the amount of the controlled foreign 
corporation’s investments in export 
trade assets which are facilities at the 
close of its taxable year immediately 
preceding such subsequent taxable year 
shall, with respect to the stock so ac-
quired, be the amount of such corpora-
tion’s investments in such assets at the 
actual close of such preceding taxable 
year. 

(d) Illustrations. The principles con-
tained in this section are illustrated by 
the examples set forth in paragraph (d) 
of § 1.955.3. 

[T.D. 6755, 29 FR 12707, Sept. 9, 1964] 

§ 1.970–3 Effective date of subpart G. 
Sections 970 through 972 and §§ 1.970– 

1 through 1.972–1 shall apply with re-
spect to taxable years of foreign cor-
porations beginning after December 31, 
1962, and to taxable years of United 
States shareholders within which or 
with which such taxable years of such 
corporations end. 

[T.D. 6755, 29 FR 12709, Sept. 9, 1964] 

§ 1.971–1 Definitions with respect to 
export trade corporations. 

(a) Export trade corporations—(1) In 
general. For purposes of sections 970 
through 972 and §§ 1.970–1 to 1.972–1, in-
clusive, the term ‘‘export trade cor-
poration’’ means a controlled foreign 
corporation which for the period speci-
fied in subparagraph (2) of this para-
graph satisfies the conditions specified 
in subparagraph (3) of this paragraph. 
However, no controlled foreign cor-
poration may qualify as an export 
trade corporation for any taxable year 
beginning after October 31, 1971, unless 
it qualified as an export trade corpora-
tion for any taxable year beginning be-
fore such date. In addition, if a cor-
poration fails to qualify as an export 
trade corporation for a period of any 3 
consecutive taxable years beginning 
after October 31, 1971, then for any tax-
able year beginning after such 3-year 
period, such corporation shall not be 
included within the term ‘‘export trade 
corporation’’. 

(2) Three-year period. The period re-
ferred to in subparagraph (1) of this 
paragraph is the 3-year period ending 
with the close of the controlled foreign 

corporation’s current taxable year, or 
such part of such 3-year period as oc-
curs on and after the beginning of the 
corporation’s first taxable year begin-
ning after December 31, 1962, whichever 
period is shorter. 

(3) Gross income requirements. The con-
ditions referred to in subparagraph (1) 
of this paragraph are that the con-
trolled foreign corporation derives— 

(i) 90 percent or more of its gross in-
come from sources without the United 
States, and 

(ii)(a) 75 percent of more of its gross 
income from transactions, activities, 
or interest described in section 971(b) 
and paragraph (b) of this section, or 

(b) 50 percent or more of its gross in-
come from transactions, activities, or 
interest described in section 971(b) and 
paragraph (b) of this section in respect 
of agricultural products grown in the 
United States. 

(4) Determination of sources of gross in-
come. The sources of gross income of a 
controlled foreign corporation shall be 
determined for purposes of subpara-
graph (3)(i) of this paragraph in accord-
ance with the rules for determining 
sources of gross income set forth in 
sections 861 through 864 and the regula-
tions thereunder. 

(b) Export trade income—(1) General 
rule. For purposes of sections 970 
through 972 and §§ 1.970–1 to 1.972–1, in-
clusive, the term ‘‘export trade in-
come’’ means the gross export trade in-
come of a controlled foreign corpora-
tion derived from transactions, activi-
ties, or interest described in subdivi-
sions (i) through (vii) of this subpara-
graph, less deductions allowed under 
subdivision (viii) of this subparagraph. 

(i) Sale of export property. Gross ex-
port trade income of a controlled for-
eign corporation includes gross income 
it derives from the sale of export prop-
erty (as defined in paragraph (e) of this 
section) which it purchases, if the sale 
is made to an unrelated person for use, 
consumption, or disposition outside the 
United States. See section 971(b)(1). As 
a general rule, property will be pre-
sumed to have been sold for use, con-
sumption, or disposition in the country 
of destination of the sale. However, if 
at the time of the sale the controlled 
foreign corporation knows, or should 
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